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compensation at a later stage.   It is best to start with full

fledged State industrialisation.

Industries owned and managed by the State:

With regard to this type of industries, the financial res-
ponsibilities will rest entirely on the Government. The
Government will raise money by loans and these loans will
also form a part of their general borrowing programme.

Inasmuch as these loans will be for productive pur-
poses, public should have no hesitation in subscribing to
them. In their final analysis loans are creation of credit
and when credit is backed by industries, it is not inflation-
ary in its character, nor a factor responsible for weakening
currency value. Further as a result of State industrialisa-
tion, scope for private investment .in securities other than
Government bonds will be greatly curtailed and under
those circumstances Government Promissory Notes should
be the ideal form of liquid security, I regret I cannot
endorse the apprehensions referred to on pages 6 and 7 oi
th Interim Report under Tublic Utilities*.

It may be urged that new industries may involve pur-
chase of machinery from abroad and consequently may in-
volve export of funds. It should not be impossible to
arrange some credit abroad for the purpose of such pur-
chases; and even it may be necessary to export funds, but
as our heavy industries begin to function, need for foreign
imports should decrease. A considerable part of expendi-
ture in the shape of buildings, etc., is incurred in the
country and financing of such expenditure will involve
general internal increase in the economic activity of the
country and thus form valid basis for expansion of credit
and currency.

If ratio between currency and productive activity is
maintained, the purchasing power of the monetary unit is
not affected.

When monetary and credit policies are the subject of
scientific control, they can be so moulded as to be the best
hand-maids of planned industry; and the State should not
experience any difficulty in its borrowing programme for
the purpose of industrialisation. It can even expand ciq:-
rency against its promissory notes. It will be necessary to
restrict facilities for the conversion of monetary unit into
foreign value btit when most of the countries in the worl$
put restrictions on such transfers, India can do lifc-
We have today restrictions on transfer of money